
.." 

m))For july I .  I995rats settin. only foodcomponent 
rates for facilities within each peer group shall be set ((h 
. . . . . . -)) I. 

c .. c . - . - .  , 
. . .  . . 

at the lower of: 
( a )  The facilitys adjusted per  patient day food cost from 

[he ((F))199jreport period. reduced or 
increased by the change in  the IPD Index as authorized by 
\V.AC :SS-96-719: or 

( b )  The  med ian  nu r s ing  f ac i l i t y  food  cos t  for the 
facility's peer group using the 1994 calendar v e x  report data 
plus twenty-five percent o f  that cost. reduced or increased by 
the change in the IPD Index as authorized by WAC 358-96­
719. 

(4)Rate  add-ons  made  to  cur ren t  fund  food  cos ts .  
pursuant  to W A C  3 8 s - 9 6 - 7 7 7  a n d  c o m m e n c i n g  i n  the 
((+e)) 1993cost repon year, shall be reflected io ((h 
&++e++,- ,-2 - . - . 2  >:e)). -.I .... july I .  1995prospective 
rates only by their inclusion i n  the costs arrayed. A facility 
shall not receive. basedon any calculation or consideration 
of any such ((w!)1993report year rate add-ons. a July 1: 
-1995 food rate higher than that provide:! in  subsection (3)of 
this section. 

( 5 )  ((h .....!I::! ,  !- ;:.*:-- 3 d .  

. .-)) july I .  1995 and following rate settings the 
department shall  add food rate add-ons,  granted under 
authority of W.4C 385-96-777 ((­

. .
-)). to 3 nursing facility's rate in food, but only up 
to the facility's peer group median cost plus twenty-five 
percent limit as follows: 

( a )  For  july 1 .  1995 .  add-ons  commenc ing  i n  the  
preceding s ix  months: 

[b)  For july I .  1 9 9 6 .  a d d - o n s  c o m m e n c i n g  i n  the 
~~~ ~ ~ 

preceding eighteen months and 
I C )For july 1 .  1997 .  add-ons  co rnmenc ine  i n  the 

\V.\C 3 s - 9 6 - 7 3 5  Administrative cost area rate. ( 1 )  
t h e  administrative cost center shall include for cost reporting 
purposes a11 adminis t ra t ive oversight .  and management  
costs. whether incured  a1 the facility or allocated in t x o r - I 
dance with a department-approved joint COS: al location 

...........,.,. . . ~ ~ ,. 



(6)  

y-)) For july 1 .  1995rate setting only the depart- of a n y  such ( i v ) )Erepon year adjustment. 3 J u l y  1 ­
ment shall determine peer group median cost plus limits for 1 9 9 5  a d m i n i s t r a t i v e  rate higher than tha t  provided i n  
the administrative cost center in  accordance with this section. subsection ( 3 )  of this section 

1 ­( a )  The department shall  divide into two peer groups ((( . _ ,_  c . . .( 5 )  
nursing facilities located i n  the stars of washington provid-
In? services to medicaid residents.Thesetwopeergroups 
shall be. 

( i )  Those nursing facilities located within a Metropolitan a)). .  .. .l- . _  For all 
Staristical Area (h1S.A) as defined and determined by the r a t e  s e t t i ng  beg inn ing  J u l y  I ,  1995 and fol lowing.  the 
United States Office of Management and Budget or other department shall add administrative rate add-ons. granted 
applicable federal office (bISA facilities); and under authority of WAC 388-96-777 ((­

( i i )  Those not locatedwithinsuch an area (Non-MSA . .faci l i t ies  B m t f t t w t t ; ) )  to n facility's administrative rate, bu t  on ly  up to 
(b) Prior to any adjustment for economic trends and the facility's peer proup median cost plus ten percent limit 

conditionsunder LVAC 388-96-719.thefacilities i n  each as follows: 
peer  group shal l  be arrayed from lowest  to  highest  by [ a \  Fo r  ju ly  I .  1995 .  add-ons  commenc ing  i n  the 
magnitude of per ( ( p m e f ~ ) )resident day adjusted adminis- preceding sixmonths: 

1994cost report year((; (b )  Fo r  ju ly  1 .  1996.  a d d - o n s  commenc ing  i n  thetrat ive cost  f rom the ((w)) ­
preceding eighteen months: and 

-)), regardless of whether any such ( C )  F o r  J u l y  I. 1997 .  add-ons  commenc ing  i n  the 
ad jus tments  a re  contes ted  by the nursing facil i ty.  All preceding thirty months. 
available cost repons from the ( ( p f i e ) )  1991cost report year . ,  Subsequent to issuing ((t))july I .  
having at least six months of cost report data shall be used, - rates. the-department1995 shall recalculate the-mediancost;
including al l  c losing cost  reports  covering a t  least six of each  pee r  g roup  based  on the most recent adjusted 
months.Thedepartmentshallincludecostscurrent-funded administrative cost  report  information in departmental  
by means of rate add-ons. granted under the authority of records as of October  31 ((p. .
WAC 333-96-777 and commencing in the ( ( p i e ) )  199-1cost B t c R R t w f F ) ) .  1995. For anyfacilitywhichwouldhave 
reportyear((;)) i n  costs arrayed. The department shall  received a higher  or lous: J u l y  I ,  1995 adminis t ra t ive 
exclude costs current-funded by rate add-ons granted under component rate ((- . .  )) based upon the 
the authority of WAC 388-96-777 and commencing January recalculation of that facilitys peer group median Costs. the 

department shall reissue that facility'sadministrativeratee I through June 30 ((3)): 

I995 from costs array ed. reflecting the recalculation. retroactiveto Ju ly  I ((- r . 
-


(c) The median orfiftiethpercentilenursingfacility #&?a+ew)). 1995. 
administrative cost for each peer group shall then be deter- (7) For both the initial calculation of peer group median 
mined I n  the event there are an evennumber of facilities costs and the recalculation based on adjusted administrative 
within a peer group. the adjusted administrative cost of the cost information as of october31 ((- -. . .lowest cost facility i n  theupperhalfshall be used as the -)). 1995the department shall use adjusted 
mediancostfor that peergroup.Facilitiesatthefiftieth information regardless of whether the adjustments ma) be 
percentile i n  each pee: group and those immediately above contested or the subject of pending administrative or judicial 
and below i t  shall be subject to field audit i n  the administra- review. median costs. once calculated utilizing October 3 I. 
tive costareaprior to issuingnewJuly 1 rates. 1995 adjusted cost information. shall not beadjusted to. ­. .((( . - reflect subsequent administratibe or judicial rulings whether( 3 ,  

final o r  not. 
-)) For july I. 1995ratesettine only administrative 
component rates for facilities within each peer group shall be . .set for [he ((( )) at the 
lower of: 

( a )  The facility's adjusted per patient day administrative 
C O S [  from the ((w))1995report period. 

. . .reduced or increased b y  the change i n  the IPD Index 3s * c 
. Iauthorized by WAC 3E3-96-719; or <z. _ , " 

(b) Themediannursingfacilityadministrativecost for 
the facility's peer group usin: the 1993 calendar year report 
-data plus ten percent of that cost. reduced or increased by For rates effective july I .  1996. a nursing facilitys noncost­
the change in  the IPD Index ;is authorized by WAC 388-96- rebased administrative component rate shall be that facility ' 5  
7 19 administrativecomponent rate existing on June 30. 1996. 

(4)Rateadd-onsmade to currentfundadministrative reducedorinflatedasauthorized by RCW 74.46.420 and 
costs. pursuant to WAC 388-96777 and commencing in  the WAC 388-96-719. The july I. 1996. administrativecompo­

iI i  @ ((m)) costrepon. year. shall be reflected i n  ((h nent rate used to calculate the return on investment (Roll. 
july I. 1995prospective component rate shall be the inflated prospective administra­

ratesonly by their inclusion in  the costs arrayed. A facility tive component rate as of l u n e  3 0 .  1996. excluding any rat? 
3 shall not receive based on thecalculationorconsideration 



_ .  
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increases ..ranted f r o m  january I .  1996 to June 30. 1996 and below i t  shall be subject to tieid audit In the operational 
pursuant to RCW 74.46 -!PO and WAC 388-96-777. cost areaprior t o  [ s u i n g  n e . \  J u t )  I rates 

. ­
( 3 )(91 Forrates effect!\? july I .  1997. a nursing facilitys ((( c - ... ._  -t 

noncost-rebased administrative component rate shall be that 
facilitys administrative component rate existing on June 30. M ) )  For july I .  1995 rate setting o n l y  o p e r a t i o n a l  
1997. reduced or inflated 3s authorized by RCW 74.46.120 component rates tor facilities within each peer group shall be - - . . 

((-- L. ,'' L' ~ C 8 1  . :: -)) at thea n d  U'AC 388-96-7 19 The july I .  1997.administrative set .'-_.­

componentrate used to calculate thereturn on investment lower of: 

(ROI)  component  ra te  s h a l l  be the inflated prospective ( a )  The faci l i tys  adjusted per patient day  operational 

administrative component rate as of June 30. 1997. excluding cost  from the ((F)) 199jreport  period, 

any rate increases granted From january 1. 1997 to June 30. reduced or increased by the  change i n  the IPD Index as 

1997pursuant to RCW 72.46.460 and WAC 358-96-777. authorized by WAC 388-96-'19. or 

(b) The median nursing facility operational cost for the 
a m e n d a t o r y  s e c t i o n  (Amending Order 3737, filed facility's peer group using the 1994 calendar v e x  repon data 
5126194. effective 6/7-6192 I plus twenty-five percent of that cost. reduced or increased by 

the change in  the IPD Index as authorized by WAC 388-96­\5'AC 385-96-737 Opera t iona lcos ta reara te .  ( I )  719.
Theoperationalcostcentershallincludeforcostreponing (4)Rateadd-ons made current fund operationalcosts. purposes a11 allowable costs having a directrelationship to pursuant to W A C  3 8 8 - 9 6 - 1 4  a n d  \{'.\C 388-96-777 andthe daily operation of the nursing facility (but not including commencing in  the ( ( p ~ & t t  199-1cost repon year, shall benursingservicesandrelatedcare,food,administrative.or reflected in ((-!I july 1. 1995 prospectiveratesproperty costs), whether such operating costs are incurred at only by their inclusion in  the costs arrayed. A facilityshallthe facility or are allocated in accordance with a department not receive. based on the calculation or consideration of any
approved joint cost allocation methodology. such  ( ( p 4 - e ~ ) )1993 report  year  ra te  add-ons.  a July 1

( 2 ) ((( operational rate higher than :hat probided in  subsection (3) 

Forjuly the depart­w)) 1 .  !395 rate setting e. of this section. 
!. !39'- - " - . -- ­ment shall determine pee: group median cost plus limits for ( 5 )  ._.-$2­

the operational cost cents: i n  accordance with this section. 
(a )  The department sha l l  divide into two peer groups 

nursing facilities located In  the state of Washington provid-
-11 . ? . .  For ((­ing services to Medicaid residents These two peergroups 
-)) 

. .  July 1 .  1995 a n d  followingratesettings,the t , I  
shall be: 

(i) Those nursing facilities locatedwithin a metropolitan department shall add operational rate add-ons. granted under 

statistical area (klSA) 2s defined and determined by the authority of WAC 388-96-774 and IVXC 388-96-777 ((4 
1 .L. . .... - . . . G . _

3United States Office of management and Budget or other -))-to . . fa­
applicable federal office I \1SA facilities); and 

(ii) Those not locate2 within such an area (Non-MSA only up to the facil i tys peer goup median cost plus twenty­

facilities). five percent limit as follows 

(b) Prior to any adjustment for economic trends and ( a )  Fo r  ju ly  1 .  1995.  add-ons  commencing  in  the  

conditionsunder WAC 5S5-96-719. the facilities i n  each preceding six months: 

peer group shall  be arrayed from lowest to highest by f b )  F o r  j u l y  1 .  1996 .  add-ons  commenc ing  i n  t h e  

resident day adjusted operational preceding eighteen months: andmagnitude of per ((pwe~+\i 

year, f c )  Fo r  ju ly  I .  1997 .  add-ons  co rnmenc ine  in  thecost horn the ((w)) cost report regardless of preceding thirty months.whether a n y  such adjustments are contested by the nursing c(-)) July 1,facility. All availablecostreportsfromthe ((w)) (6) Subsequent t o  issuing1994 1995rates. the-department shall recalculate the-median costscost repon year having at Isst six months of cost repon data 
shall be used, including a!! closing cost reports covering at of each peer group based upon the most recent adjusted 

leastsixmonths. Costs current-funded by means of rate operationalcostreponinfomation i n  departmentalrecords . . 
.. 6­add-ons. granted under the authority of WAC 358-96-774 as of October 31 ((1 

and WAC 385-96-777 and commencing in  the ( ( p i e ) )  1994 1 9 9 5 .  Foranyfacilitywhich would havereceived a higher 

costreportyear.shallbeincluded i n  costs arrayed. The or lower July I operational component rate ((+%+&&&+ 

department shallexclude costs current-funded by rateadd- &etyetw)) basedupontherecalculation of that facility's 

ons commencing January ! through June 30 ((- peer group median costs. the department shallreissuethat 

-)). I O O S  fromcostsarrayed. faci l i ty 's  operat ional  ra te  ref lect ing the recalculat ion,  

(c) The median or fiftieth percentile nursing facility retroactive to July 1 ((-)), 1995. 

operational cost for each peer group shall then be deter- (7) For both the initial calculation of peer group median 

mined. I n  the eventthere are anevennumber of facilities costsandtherecalculation basedon adjusted ((+At&&&+ 
&e)) operational cost information 3s of October 3 I ((&&ewithin a peer group, the adjusted operational cost of the p)),. .  1995the department shall 

lowestcostfacility i n  t h e  upperhalfshallbeused as the use adjusted information regardless of whether the adjust­mediancostforthatpee::roup.Facilities at thefiftieth ments may be contested or [!x subject of pending adminis­percentile i n  eachpeer group andthoseimmediatelyabove trativeorjudicialreviewmediancosts.oncecalculated 



. 

-... : -  

utilizing october 3 I .  1995 adjusted cost information shall 
nor adjusted t o  reflect subsequent administrativeor 
judicial rulings \\herher tin21 or not.P 1 5  1 ((B,; -..:x- * , I , 1 , . ~"." L% ?'."-_... . - . - . I .. \  -. 

, j-,. . ~ - ,  I . . . c 
J L - .  . .__-.V L - .  

, . ,-*:,. -_. .  .. ..,,. .,_ 1. , I  . .i. . :, .' ' , . 
J urL.--.L,s-. 

. I  
. - b ~  -3.I..I .Y- I  .~.. - ~ ,  

, 1 .  I .; ._  .--. 
,I..1 V ,  .. - . . & _ I C  

. 4  , , .  ' . - . "' r ,  I. __I_L -L . . .__..._. 
7 > Q  " C  7 ,

,"  

For rates effective july I. 1996. a nursingfacilitys noncost­
rebasedoperationalcomponentrateshall be that facilitys 
operational component rate exis t ing on June 30. 1996. 
reducedorinflated as authorized by RCW 74.46.420 and 
k 'XC iSS-96--13. The july I .  1996.operationalcomponent 
rate used to calculate the return on i n v e s t m e n t  ( R O I )  
component rate shall be the inflared prospective operational 
component rate as of June 30. 1996. excluding any rate 
increasesgrantedfromjanuary I. 1996 to June 30. 1996 
pursuant to RCiV 74.46.460. \l'.IC 339-96-774 and 358-96­
777.-

( 0 1For rates effective july I .  1997. a nursing facilitys 
noncost-rebasedoperationalcomponent rate shall be that 
facilitys operational component rate existing on June 30. 
1997. reduced or inflated 3s authorized by RCN' 74.46.420 , 	 and \{'.AC 3SS-96-719.Thejuly I. 1997.operational 
cornDonen[ rate used to calculate the return on investment 
(ROI)  component rate shall be the inflated prospective 
operationalcomponentrate 3s of June 30. 1997. excluding 
any rate increases oranted from january I .  1997 to June 30. 
1997 pursuant to RCW 74.46.460, WAC 358-96-774 and 
338-96-777. 

\\':IC property cost area reimbursement 
rate. ( I Thedepartmentshalldetermine the property cost 
area component rate for each facility annually. to be effec­

1. .ktive july ((- ... . I . ,1 ,...- ._  i.-. L A . 
-1) _c-., . --. 1995. 1996. and 1997 
i n  accordance \kith this section and any other applicable 
provisions of this  chapter.For july I. 1995.July- i. 1996. 
and july I .  199' rates.fundinegrantedunder the authority 
of U'AC 388-915-776 shall be annualized and subsumed in  
each of these huly I prospective rates. 

accordance t i  with the p r o \  provisions of this chanter a n d  <::::<­
74.46 RCLC' 

(31 allowabledepreciation costs x?defined as :A:< 
of  deprec i a t ion  o f  t anp ib i t  assets meeting t h e  ::.::::d 

specified In \\'.\C 358-96-557, regardless of whether ;'..;:C 
o r  leased bythecontractor .Thedepartment  shall no: 
reimburse depreciation of leased office equipment. 

(4)I f  3 capitalized addition or retirement of an 
will result i n  a different licensed bed capacity during the 
calendar year following the capitalized addition or replace­
ment. i(-)) resident days from the cost report for [he 
calendar year immediately prior to the capitalized addit:?: or 
rep lacement  tha t  were used i n  computing the property 
c o m p o n e n t  r a t e  will be adjusted to the product of [he  
o c c u p a n c y  l e v e l  d e r i v e d  f r o m  t h e  c o s t  r e p o r t  u se2  to 
compute the property component  ra te  at the time of the 
increased licensed bed capacity multiplied by the number of 
calendar days in the calendar year following the increased 
licensed bed capacity multiplied by the number of licensed 
beds on the new license. For rate cornoutation purposes :he 
minimum occupancy for theinitial property component :a!? 
period following the increase i n  licensed bed capacity shall 
be eighty-five percent and for eachrateperiod thereafter 
that w i l l  be rebasedcommencing july I .  i t  shall be ninety 

percent. I i  a capitalized addition replacement. or retirement 
results in a decreased licensed bed capacity. WAC 385-36­
709 \vi11 apply. 

( 5 )  w h e n  3 fac i l i ty  i s  cons t ruc ted .  remodeled.  or 
expanded after obtainins a certificate of need. the department 
shall determine actual and allocated allowable land cos: 2nd 
buildingconstructioncost.Reimbursement for such allow­
able costs. determined pursuant to the provisions of !i~> 
chapter. shall not exceedthemaximums set forth i n  
subsection and in  subsections (4) .  ( 5 ) .  and ( 6 1of this section 
The department shall determine construction class and  types 
through examinat ion O F  building plans submitted to :he  
department and/or on-site inspections. The department shall 
use definitions and criteria contained i n  the marshall c.:,'
swift valuation Senice published by the marshall and swift 
Pub l i ca t ion  Company .  bu i ld ings  o f  exce l l en t  quality 
construction shall  be considered to be of goodqua!;:!, 
without adjustment. for the purpose of applying these maxi­

mums. 
(6) Construction costs shall be final labor. material. a d  

service costs to the owner or owners and shall include: 
(a) Architect's fees; 
(b) Engineers' fees (including plans. plan check and 

building permit. and survey to establishbuilding lines 37.2 

grades); 
(c) Interest on building funds during period of construc­

tion and processing fee or service charge; 
(d) Sales tax on labor and materials: 
(e) Site preparation including excavation for foundation 

andbackfill):
(0  Utilities fromstructure to lot line: 
(g )  Contractors '  overhead and profit  (Including !c.­

supervis ion.  workmen's  compensat ion f i re  and liability 
insurance. unemployment insurance, e x . ) :  

(h) Allocations of costs which increasethe ne: bo(?, 
\slue of  the project for purposes of medicaid reimburseme::. 

( i )  O ther  Items included by the marshall andswift 
valuation service \&henderiving the calculator method C O G  

i 
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(7)  The department shall allow such construction costs, 
at [he lower of actual costs or [he maximums derived from 
one of the threetables which follow. The department shall 
derive the limit from the accompanyingtablewhichcorre­
sponds to the number of total nursing home beds for the 
proposed new construction r e m d e l  or expansion. The l i m i t  
will be the sum of the basic construction cost limit plus the 
common use area limit which corresponds to the type and 
class of thenewconstructionremodel or expansion.The 
limitscalculatedusing the tablesshall be adjusted forward 
from September 1990 to the average date of construction, to 
ref lect  the change i n  average construct ion costs .  The 
department shall base the adjustment on the change shown 
by relevantcost indexes published by ,Marshall and Swift 
Publication Company. The average date of construction 
shall be the midpoint date between award of the construction 
contract and completion of construction. 
BASE c o n s t r u c t i o n  c o m m o n - u s e  AREA 
COST l i m i t s  COST LIMITS 

74 BEDS & u n d e r  

building Base per Base 
class  Bed limit Limit 

A-Good 
A-Avg
B-Good 
B-Avg 

1,C.Good 

550.433 
5'1.141 -
SZ3.42I 
w . 0 4 2  
535.887 

5278.847 
5217.469 
5267,718
5221.392 
5198,421 

IC-Avg
c - L o w  

527.698 
5 2  1.750 

5153.143 
5120,258 

D-Good 533.237 5183.765 
D-Avg
D-Law 

525.7 I6 
510.29s 

S142.182 
5 1 11.227 

BASE c o n s t r u c t i o n  common-usearea 
COST l i m i t s  COST l i m i t s  

75 TO I10 BEDS 

Add baseBullding 
Class Limit 

pe r  
bed Over i' 

Base 
Limit 

Add per
Bed 0-374 

A-Good 53.732.076 S8.210 5278.847 52.808 
A-Avg 53.044.442 539.327 f227,xj9 f2.29 I 
B-Good 53.583.131 S4.286 5267.7 I8  52,696 
B-Avg 52.963. I I2  538.277 522 I .392 52,230 
C - G W d  52.655.654 53 ,305  5198..itI 51.998 
C-Avg 52.019.668 526.477 5 15 4 2  
c - L o w  5 1.609.53 I 520.792 5120.258 51.211 
D-Good 52.359.506 531.771 5 183,763 51.851 
D-Avg 5 1.90?.956 524,582 5142.182 5 1.442 
D-Low 5 1.502.048 5 19.403 51 12227 51.130 

( S )  when s o n e  or all of a nursing kame's common-us< 
areas  3:s si tuated i n  s basement :he d e p a r t m e n t  s h a l l  
exclude some or a11 of the perbed allowance shown in  the 
attached tables for common-use areas :d derive the construc- I I  
tion cost lid for thefacility the amount excluded will be 
equal  to ! k t  ratio o f  basement  common-use areas  to all  
common-use xes i n  h e  facility umcs the common-use area 
limit i n  the table I n  l ieu of the excluded amount .  the 
department shall add an amount calculated using the calcula­
tor method guidelines for basements i n  nursing homes from 
the marshall 2nd Swift publication 

(9)  sub jec t  to provisions regarding allowable land 
contained i n  this chapter allowable cos& for landshall k 
the lesser of: 

(a) .Actual cost per  square foot including allocations; or 
(b) the average per square foot land value of the ten 

neares t  urban o r  rural  nursing faci l i t ies  at t he  t ime  of 
purchase of :he land i n  question.Theaveragelandvalue 
sample shall reflect either all u r b a n  or all rural facilities 
depending upon the classification of urban or  rural for the 
facility i n  question The values used to derivetheaverage 
shall k h e  assessed land values which havebeen calculated 
for the purpose of county tax assessments 

( 1  0) I i  a l lowable costs  for construction or land are 
determined to k less than actual C O S 3  pursuant to subsection 
(3), (4). and ( 5 )  of chis section, the department may increase 
the  amoun t  if t h e  o w n e r  o r  contractor  is ab le  to s h o w  
unusual  o r  un ique  c i r cums tances  hav ing  subs t an t i a l ly  
impacted the costs of construction or land. Actual costs 
shal l  be al lowed to  the extent  they resul ted from such 
circumstances up to a maximum of ten percent above levels 4 I 1 
determined under subsections (j),(1).and (5) of this section 
for construction or land. An adjustment under this subsec­
tion shall be granted only if requested by the contractor. 
The contractor shall submit documentation of the unusual 
circumstances and an analysis of their financial impact with 
the request. 

amendatory SECTION (Amending Order 3737, filed 
5/26/94. effective 6/261'91) 

WAC 388-96-753 X contractor's return on invest-­
m e n t  (1) The department shall establish for each Medicaid 
nursing faciltiy a return on investment (ROI) component rate 
composed of a financing allowance and a variable return 
allowance the department shall determine a facility's ROI 
rate annually in accordance with &is section, to be effective 

'L '.. . ...- .-.July 1 , ((--
BASE CONSTRUCTION common-usearea -)) . .._-.7 . - 1995. july 1. 1996. 
COST limits COST l i m i t s  

121 BEDS AND OVER 

Building base Add per B- Add per
c lass  l imi t  bed L i m i t  bed 

Over I20 Over 120 

A-Good 55.949.745 S2.359 w 9 . 0  I5 52. I o 6  
A-Avg
B-Good 

54.853.505 
55,712,287 

524.555 
W.669  

5332,355 
5391.734 

51.71s 
52.022 

54723.8JS S3O.I42 S323.972 5 1.672 
c - g o o d  fJ.233.692 5 2 . 2 6 4  5290.329 5 1.499 
C-Avg
C.Low 

53.267.6 I8 
52,565.943 

5 iS.2.68 
517.916 

5224.092 
f175.971 

51.157 
5 9 0 8  

D-G& 511.599 5'168.9 1 I 51.388 
53.033.727 S l i . 0 4 8  5203.393 fl.081 

D-Low S2.39t.592 S:C.103 s16-!.220 5 G9 

and july 1. 1497. 
( 2 )  The department shall rebase a nursing faci l i tys  

f inanc ine  a l lowance  annual ly  and  sha l l  de te rmine  the  
financing by: ,allowance 

(a) multiplying the net invested funds of each facility by 
ten percent and dividing by the ((e2::rxteFlq)) greater o f  

( i )  .A nursing facil i tys total ((+e+)) resident days 
f rom the  most  r ecen t  cos t  r epor t  pe r iod  to wh ich  the  0

E
Pprovisions of WAC 3SS-96-719 and RCW 7.1.46.420 shall c 

apply((, -w..::re&y))s 
( i i )  resident days calculated on nintey percent or eighty­

five percent resident occupancy at :b? facility x determined 
by the provisions of this chapter Resident day calculations 



b ,  

. . 1 . _ .  
& . . - . _ . ~ . t  

?:on1 the most recent C O S :  :?>or[ shall correspond the 
following 

( . A ]  I ;  thenursing facilitiy cost reportcovers t w e l v e  
months. annual ((w))resident days From the contractors 
most recent twelve month cos: reportperiod.or 

( B )  I f  thenursingfacilty <os[ report cove:^ less than 
t w e l v e  mon ths  bu t  more  than s i \  months.  annual ized 
((w))resident days and working capital costs based 
upon data in  the Cost repon: or 

(C) I f  a capitalized addition or replacement results in  an 
increased licensed bed capacity during the calendar year 
following the capitalized addition orreplacement the total 
i(p&e+c))residentdaysfromthecostreportimmediately 
prior to the capitalized addition or replacement that were 
used i n  computingthefinancing and variable return allow­
ances will be adjusted to the product of the occupancy level 
derivedfromthecost report used to compute the financing 
and variable return allowances at the time of the increased 
licensed bed capacity multiplied by the number of calendar 
d a y s  in  the calendar year following the increasedlicensed 
bed capacitymultiplied by the numberoflicensed beds on 
the new license; or 

( D )  I i  a capitalized addition or retirement of an asset 
results i n  a ( ( d + % = ~ + ) )  decreasedlicensed bed capacity
\{'.\C28s-96-709 \vi11 a p p l y  

( b )  For ((&&k+&++: - .L.-..- - - r  b' ;23e-+H&m)) july 
I .  I995 rate se t t i ng .  the working capital portion of net 
Invested funds at a nursing facility shallbe five percent of 
the s u m  of a contractor's costs from the cost report year 
used to establish the contractor's prospective component 
rates i n  the nurs ing  serv ices .  food. administrative. and 
operational cost centers that hake been adjusted for economic 
trends andconditionsunderauthority of LVAC 383-96-719 
and RCW 74.46.420 and five percent of allowable property 
C 0 5 1  

d 
_. 

c .  I .  . . 
( c )  For ((M 2: 3 ;:=e&m+w-I ,.x -. -...)) 

july I .  1996rate setting. the \{orking capital portion of net 
Invested funds shall be five percentofthe sum of the july II 
- prospect ive component  ra tes .  excluding any1996 
increasesorantedfromjanuary I .  1996 to June 30. 1996 
pursuant to RCLV 71.16.160. V-'.\C 385-96-774 and 388-96­
- for777. ((- 1 . ) I  the nursing services. food 

administrative.andoperational cost centersmultiplied by 

((-1) res ident  day  s 3 s  def ined  i n  subsect ion 

( ? ) ( a ) ( ( f i ) )  (ii)((+;. 3: <i+)) ( X ) .  fB) .  (C). and (D)of 

this section From ((&e)) calendar >ear ((V 
. .  

, - ~ 2 . :5 . L , . ~ ) )  
for economic trends and conditions granted under authority 
of  \I'.'AC 385-96-719 plus the desk reviewed property costs 
from the cost repon ( ( e k k - p e v ~ )for calendar year 1995: 
((H))
l d )  F o r  july I .  1997ratesetting.theworking 

capital Donion of net invested funds shall be five percent of 
[he sum of the july I .  1997prospectivecomponentrates. 
excluding any rate increaseswantedfrom january I .  1997 
(0June 30. 1997 pursuant to RCU. 71 16.460. II'.AC 385-96­
77J and 388-96-777. for the nursing services. food. adminis­
trative andoperationalcost centers multiplied by resident 
3's 3s defined in subsection 1 2 ~ ~ u i i t . 4 ) .t B ) .  iCi. and (D) 
i [h i s  section from calendar year1996.adjustedforeco­

nomic trends and conditions granted under authority of W,\C 
3fi5.'%719 D I U $  the desk reviewed propertycosts from the 

costs &<en from 199jcost repom having at 
. .  o f  data. shall not include adjustments for economic trends . . 1995.adjusted 

' 5  for \ ( e ! : ? : :  .. ! . i  , . , - . 2 
. .  . .  

*-
. _  july I .  1995. july I .  1996. and july 1. 19?- rate 

setting I:: computing the portion of net  investedfund3 
representing ;he ne: book value of tangible fixed assets the 
ssame asstes depreciation bases. l i ves ,  and methods r e f e x 2  

. . .
to ! c  ::Is chapterIncluding owned and l e sed  a s ses .  shall 
be used except the capitalized c o s t  oflandupon which J 

facility is located and othersuchcontiguous land which 1s 
reasonable and necessary for use i n  the regular course of . .. . .providing (c-)) resident care shall also be included. As 
such. subject to provisions contained in this chapter, capital­
ized cost of leased land. regardless of the type of lease. shall 
be :he I ts jar ' s  historicalcapitalized Cost. Subject to provi­
sions contained i n  this chapter. for landpurchasesbefore 
July IS. 1354 (the enactment date of the Deficit Reduction 
ac t  of 19% iDEFR.4)). capitalized cost of land shall be the 
buyers capitalized cost. .For all partial or whole rate p e r i d s  
ah?: july I - .  1954. ii the land is purchased on or after july 
IS. 1954. capitalized cost of land shall be that of the owner 
of record on July 17. 1984, or buyer's capitalized cost. 
whichever is lower In  the CSC of leased facilities where the 
ne: invested funds are unknown or the contractor is unable 
or unwilling to providenecessary information to determine 
ne: invested funds the department may determine an amount 

to be used for net investedfundsbasedupon an appraisal 
conducted by thedepartmentofgeneraladministration per 
this chapter 2nd 

( (&) i  .A contractorshall retain thatportion of ROI 
rat: payments a t  settlement representing the contractor's 
financing allowance only to the extent reponed net invested 
funds .  upon which the financing allowance is based. are 
substantiated by  the department. 

(3  1 The department shall determine the variable return 
allowance according to the following procedure: . . 

(21 ((e::.: . .  . s . . . .  

. L .-' ; : t f  
e.:.. --=..-..:..:; : : i&) )  for July 1, ((49%)) 1995rate setting 
-only the department shall. without utilizing theMSX and 
Non-XISA peer groups used to calculate other Medicaid 

ratecomponent rates. rank all  facilities in  numericalorderfrom 
highest to lowest based upon the combined average ((F 
W j ) resident day allowable costs. as adjusted by desk 
review and audit. for the nursing services. food, administra­
live. and operational cost centers taken from the ( (p4 tw) )  
-I994 Cost report period. The department shall use adjusted 

leas  six months 

and conditions :ranted under authority of WAC 388-96-7L9 
and RCLV 72.16.420. and shall include costs current-funded 
under authority of WAC 388-96-774 and 388-96-777 and 
commencing i n  the ( ( p 4 - w ) )  1994cost report year. The 
adjusted costs of each facility shall be calculated based upon 
a minimum facility occupancy of ninety percent. In the case 
of  a ne>.\ contractor.nursingservices. food. administrative. 
and operatonal cost levels actually used to set the initial rat? 
shall be use:! for the purpose of ranking the new contractor 

( b )  the departmentshallcornpurethevariablereturn 
a l lowance  by mult ip ly ing  the  sum of thejuly I .  1995 
nursing services food.administrativeandoperational rat: 
componentsforeachnursingfacility by theappropriate 
percentage which s h a l l  not be  less t h a n  one percentnor 
greater than four percentThe department shalldivide the 
facilities : x i s 2  according to subsection (3)(a) o f  this section 
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chapter. and  which !:,c annualized lease payment plus 
any Interest and depreciation expenses of contractor-owned 
as se t s .  for the period covered b )  [ h e  prospectiverates.  
d i v i d e d  b> [?.c contractor 5 total patient d a y s .  m i n u s  the 
propen! cos[ center determined according to this chapter. is 
morethan the :s turn on investmentallowancedetermined 
according to this section. the following shall apply: 

( a )  The  f inanc ing  a l lowance  sha l l  be  recomputed  
substituting the f a r  marks: value of the assets as of january 
1. 1982. determined by department of general administration 
appraisal less accumulated depreciation on the lessor's assets 
since january i .  1932. tor ;!e net book value of theasstes i n  
determining ne: invested funds for the facility.Saidapprais­
al shall be fin.! unless shown to be arbitrary andcapricious. 

(b, The sum of the financing allowance computed under 
thissubwetionandthe variable returnallowanceshall be 
compared to ;?e annualized lease payment. plus any interest 
and depreciation expenses of contractor-owned assets for the 
period cove:^,! b y  the prospectiverates.divided by the 
contractors t op !  patient days minus the property cost center 
rate determined according to this chapter. The lesser of the 
two amounts shall becalledthealternatereturnoninvest­
ment allowances 

( c )  The  return on investmentallowancedetermined i n  
accordance with subsections ( I ) ,  ( 2 ) .  (3) .  and (4) of this 
section or the alternatereturnoninvestmentallowance. 
whichever  i s  greater. shallbethe return on investmen:  
allowance for the facility and shall be a component of the 
prospective rate of the facility. 

( d )  I n  the case of a facility leased by the contractor as 
of January I. 1990. i n  an arms-length agreement.  if  the 
lease is renewed or extended pursuant to a provision of the 
lease agreemen:existing on January I ,  19S0, thetreatment 
provided i n  subsection ( j ) ( 2 \  of this section shall be applied 
except that in :?e case of renewals or extensions made on or 
subsequent to .April 1 .  19S5.  per a provision of the lease 
agreementexisting on january 1. 1980. reimbursementfor 
the annualize2 lease payment shall be no greater than the 
reimbursement for the annualized lease payment for the l a s t  
year prior to the renewal or extension of the lease. 

(6) The information from the two priorreporting periods 
used to set the two prospective return on investment rates in 
effect during the settlement year is subject to field audit. If 
the financing allowances which can be documented and 
calculated at audit  of the prior periods are different than the 
prospectivefinancing allowances previouslydetermined by 
desk-reviewed. reported information, and other relevant 
information, the prospective financing allowances shall be 
adjusted to the audited level at final settlement of theyear 
the rates were i n  effect. except the adjustments shall reflect 
a minimum bed occupancy level of eighty-five percent. Any 
adjustments to thefinancingallowancespursuant to this 
subsectionshall be for settlement purposesonly.However. 
the variable return allowances shall  be the prospective 
allowances determined by desk-reviewed. reported informa­
tion. and other relevant inionat ion and shall not be adjusted 
to reflect prior period audit findings 
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amendatory SECTION amending Or>:: 3737. filed temporarily shall terminate an exceptional care rate \\ 

5/26/94. effective 6/26/94) shall be nontransferable to a different facil![> qualifications :, 

uponre-admission shall require:c-application. A con:::::,::
\VXC 385-96-763Ratesforrec ip ien tsrequi r ing  may not transfer or discharge 3 mediciad recipient b:><:

exceptionally hen? care. ( I )  X nursing facility contractor upon the status o f  an exceptional care rate or application /c:
certified to provide nursing services a discharging hospital. such z rats. 
a recipient  of  medicaid benefi ts  or  her /his  authorized ( 6 )  regard less  of whethe: statewide average nursing
representativemayapplyfor 91: individualprospective hours d e r i v e d  from the medicaid cost reports for ((e,
reimbursementratefor a medicaidrecipient whose special calendar year ( ( p . 2 : ." ,d'.I r . ..-

.. 

! 
. - _ .

nursing and direct care-related service needs are such that )) 199:or facility average nursing
the hours of nursing services needed are at I t s t  twice the hours  reported on the Medicaid cost  reports for ((e,)

per patient day average of nursing services hours provided calendar year ((1
. .. . .  ...r . .  - .
i n  thenursingfacility to which the recipient is admitted as . . 199-r are used for qualificationI determined by the facility's medicaid cost report for ((h)) 

;:::c b e w ? t ~ + ) )  
a recipient shall be calculated,L .i:--..-- the exceptions1 care rate for

i by : 
'L . . .  ( a )  Deriving a ratio equivalent to actual or projected

( 2 )  \{'hen application for an exceptional care rate is nursing hours per patient day needed b y  the recipient i n
made before determining where the recipient will be placed, excessofthefacility-specificreimbursedaverage n u r s i n g
pre-admission qual i f icat ion may be granted when the hours per patient day divided by the facility-specific reporel
recipient's special nursing and direct care needs require average nursing hours per patient day derived from :b?
hours of nursing services at least [\vice the statewide per Medicid cost repons for((h)) ~..
patient day average derived from medicaid cost reports for 

calendar year ((k-m-cd:-.-:: 
I calendar year((immedk& *: raiV'.V m L ­((h)) . . : - - .- '..- 5.- 1994:-

L	 . . .. )) 1 9 9 1 .  Fortoreviews (b) \tuttiplying the ratio by the facility-specific nursing
determine continued qualification only for such recipients, services rate in  effect at the time of theinitial request or 1::
=riod of timei

1 under the 
determined the case of continuation or revision the facility's nursing

subsection (4) o f  this section. departmentwill services rate i n  effect at the time of the approval of
continue to utilize the statewide average available to the continuation or revision: andI assuming caredepartment .  the plan is unchanged For (c) Adding the result of subsection (6)(b) of this sect!L':.
subsequent reviews to determine continued qualification. the to thetotalfacility-specificreimbursementrate; prorid?;..
contractor's average, set forth under subsection (1)  of this that in no circumstance shall an exceptional care rate exceedsection, shall be substituted for the statewide average. one hundred sixty percent of the facility's Medicare re:-­(3) The contractor or other applicant shall apply for bursement rate in  place at the time the exceptional care rateexceptional care rate qualification for an exceptionally heavy takes effect carerecipient in  accordancewithdepartmentinstructions. ( 7 )  .A pre-admission except ional  care  ra te  shal l  ktThe facil i ty shall  bil l  the department a t  the authorized effective for thirtydays.Thecontractorshallnotify theexceptional care rate within three hundred sixty-five days 
fromtheexceptionalcarerate'seffectivedate. Bills for 	 department in writing. as soon as the recipient is admitted 

to thecontractor 'sfaci l i ty .  I f  residentplacement i nservices submitted after three hundred sixty-five days shall medicaid nursing facility has not occurred within thirty dahsbe denied as untimely. 
(4)when the department gram an individual rate for an after the department receives the exceptional care application 

the contractor shall submit. an updated plan of care i n  orderexceptionally heavy care recipient, i t  shall be for a specified to reinstate exceptional care qualification.period of  time. which the department shall determine subject (8) unless the department establishes otherwise exten­to extension. revision, or termination depending on the sions require an updated plan of care to be completedandrecipient'scarerequirements at the end o f  suchperiod.If submit ted every ninety days for  each except ional  car twithinthin!daysafteraresident'sadmission to anursing recipient.includingdocurnentationsupporting theneed forfacility the applicationforsuchresident for an exceptional services identified in  theplan of  care. The department shall care rate is submittedto the departmentandincludesthe 
facility planof care documenting theneed for and delivery base a decision to continue. revise. or terminate an excep­

o f  the resident's nursing and direct care hours. the rate, if tional care rate on review of theupdated plan ofcareand 

approved. shall be effective as of the date of admission. supportin:documentation.acurrentcare need assessmen:. 

Applications submitted more than thirty days after admission and other information available to the department. 
In order to extend an exceptional care rate. the revie%.$to the facility i f  approved. shall be effective as of  the date must verify continued need for and delivery of nursing.of application 

( 5 )  Extensions of exceptional care rates B i l l  not be direct and ancillary care services funded by the rate. 
(9) A n  exceptional care rate shall not be revised duringapproved without a n  updated care plan and resident medical the period the exceptional care rate is i n  effectbecause thestatus information submitted in  accordance with departmental 


instruction prior to the scheduled date o f  [he rare's termina- facility-specific nursing senices  or total rate is revised or re­ 


tion.Failure to comply will result i n  automatictermination set: however. when an exceptional care rate is continued or 


as o f  the scheduled date and reinstatement of an exceptional revised z authorized in  this section. the facilityrate i n  pisst. 


care rate. i f  desired will require re-application and approval. at thetimeofcontinuationorrevisionshall be used i n  [h;. 


discharge  or  t ransfer  of [ h e  rec ip ien t  permanent ly  or  calculat ionprocess .  A n  exceptionalcarerateshall  be  

revised during the period therate is i n  effect only when. 
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( 2 ,  .A;. - ?da ted  plan of care indicates a significant 
change in :-:needs: C': 

( b '  funded serivces are nor fu l ly  delivered 
( 1 0 1  X: re t roac t ive  rev is ion  s h a l l  be  made  to a n  

exceptional : ~ - erate. provided that: 
( 2 1  when application is made within thirty days after the 

recipient 1s admitted to :he contractors facility.an approved 
rateshall be effective :kc date of admission 

( b 1  \\'!,c: an exceptional care rare is reviseddue to a 
significant change the revised rate will be effective on the 
dare the department receivestheupdated plan of careand 
supporting documentation and 

( c )  \!'h:: care SST\  ices funded b) an exceptional care . .rate are not fully delivered the exceptional care rate shall be 
reduced retroactively 2s of its effective date to the regular 
facility medicaid rate 2nd payment at the exceptionalcare 
rate shall <rise immediately 

( I  1 1  hours of nursing and direct c u e  used to qualify a 
recipient and to calculate an exceptional rate must be 
verified b) z home and community servicesdivision.aging 
and adult services regional community nurse consultant. 

( 1 2 )  TI-.:d e p a r t r e n t  shall  n o t i f y  the contractor. in 
writing. of : >e  disposit ion of its application as soon as 
possible a;: i n  no caselongerthanthirtydaysfollowing 
receiptof 2 properly completed applicationand supporting 
documentation 

amendatory SECT108 (Amending Order 3634. filed 
9/14/93,effective lO/l5,93) 

\V.AC 3s-96-765 .Ancillarycare.Beginning Ju ly  1. 
19S-l. costs of providing ancillary care are allowable, subject 
to any applicable cost center limit contained in  this chapter, 
provided documnetation establishes the costs were incurred 
for medica! care recipients and other sources of payment to 
which (@:L:?>)) recipients may be legally entitled. such as 
private insurance or medicare were first fully utilized. 

amendatory SECTION (Amending Order 2372. filed 
5/1/96. effective 7/1/86~1 

\VAC -189-96-769 A d j u s t m e n t s  r e q u i r e d  d u e  to 
e r r o r s  o r  omissions. ( I )  Prospectiveratesaresubject to 
adjustment 5 )  the department in  accordance with this section 
and subject LO WAC 5SS-96-122 as a result of errors or 
omissions 5 )  thedepartment or by thecontractor.The 
department . . k i l l  notif) the contractor i n  writing of each 
adjustment 2nd of the effective date of the adjustment, and 
of any amount due to the department or to the contractor as 
a result of the rateadjustment. Rates adjusted in  accordance 
with this section will k effective as of  the effective date of 
the original rate whether h e  adjustment is solely for comput­
ing a preliminary or final settlement or for the purpose o f  
modifying past or future rate payments as well. 

( 7 )  I f  a ;antractor claims an error or  omission based 
upon incorrect cost reporting amended cost report pages 
shall IX preyzed and submitted by the contractor Amended 
pages shall 5s accomplieshed by the certification required by 
LVAC 3SS-C5-! 17 and a written justification explaining why 
the amendrat:.: is necessary Such amendments shall not be 
accepted unless the amendments meet the requirements of 
\".\C 3SS-C>- :  1-2. I f  changes made by the amendments are 

f rom cur ren t  payments made by the department to the 
contractor for nursing facility services 

(1)I f  a cost  report  amendment is accepted for rate 
adjustment and was received b! the department prior to the 
end of the period to which the rate is assigned. the depart­
ment  shal l  make a n y  retroactive payment to which the 
cont rac tor  m a y  be ent i t led within thir ty  days af ter  the 
c o n t r a c t o r  is  notified of t h e  ra te  adjustment  and shal l  
increasefuture rate payments for therateperiod, as appro­
priate. 

(5 )  I f  a cos t  repor t  amendment  i s  rece ived  b y  the 
department subsequent to the rate period. notification of an 
adjustment or other disposition shall be made at preliminary 
or final settlement. ad jus tmen t  resultingfromamendments 
received after the rate period shall be for the sole purpose of 
comput ing  the  p re l imina ry  o r  f ina l  s e t t l emen t  and  no 
retroactivepaymentshall be made to thecontractor. I n  
accordance with WAC 3SS-96-229( 1) .  any amount due a 
contractor as determined at preliminary or final settlement 
shall be paid within ((w))sixty days after the preliminary 
or final settlement ((m!)is ((&w&e&e)) received b \  
the contractor. 

(6) No adjustments for any purpose will be made to a 
rate more than one hundred twenty days after the final audit 
narrative and summar) io: the period the rate was effective 
is sent to thecontractor or morethan one hundredtwenty 
daysafterthepreliminary settlement becomes the final 
set t lement .  A final settlement w i t h i n  this one hundred 
twenty-day t ime  l imit  may be reopened for the l imited 



subject to review unless  previously ;ontested i n  a time!! 
manner. 

@ amendatory s e c t i o n  (.Amending order 3737. filed 
5/26/94. effective 6/26/94) 

\VhC 388-96-776 Add-ons to the prospective rate­
capital  improvements.  ( I )  The department shall grant an 
add-on to a prospective rate for any capitalized additions or 
replacements made 3s a condition for licensure or certifica­
tion; provided the net rate effect is ten cents per patient day 
or greater. 

(2 )  The department shall grant an add-on to a prospec­
tive rate for capitalized improvements done under RCW 
74.46.465; provided the legislature specifically appropriates 
funds for capitalimprovements for the biennium in which 
the request is madeand the net rateeffect is ten centsper 
patientday or greater.Physical plant capitalimprovements 
include, but are not limited to. capitalized additions. replace­
ments  or  renovat ions  made  a s  a result of an  approved 
certificate of need or capitalized additions or renovations for 
the removal of physical plant waviers 

( 3 )  when physical plant improvements made under 
subsection ( I )  or ( 2 )  are completed in  phases, the department 
shall not grant a rate add-on for any addition. replacement or 
improvement until each phase is completed and fully utilized 
forwhich i t  wasintended.The department shall limit rate 
add-on to only  the actual cost of the depreciable tangible 
asse ts  meet ing  the  c r i te r ia  of  b 'hC 383-96-557 and  as 
applicable to that specific completed and Fully utilized phase. 

(4)When the construction class of any portion of a 
newly constructed building will improve as the result of any 
addition.replacement or improvementoccurring i n  a later. 
but not yet completed and fully utilized phase of the project. 
the most appropriate construction class. as applicable to chat 
completed and fully utilized phase. will be assigned for 
purposesofcalculatingtherateadd-on.Thedepartment 
shall not revise the rate add-on retroactively after completion 
of the portion of the project that provides the improved 
constructionclass.Rather. the department shallcalculatea 
newrate add-on when the improved construction classphase 
is completedandfullyutilized andthe rateadd-on will be 
effective i n  accordancewithsubsection (8) of this section 
usingthedatethe class was improved. 

( 5 )  The department shall not add on construction Fees as 
d e f i n e d  i n  W A C  388-96-745(6 )  and  o the r  cap i t a l i zed  
allowable fees and costs as related to the completion of all 
phases of the project to the rate until  all phases of the entire 
project are completed and f u l l y  utilizedforthepurpose i t  
wasmade. At thattime.thedepartmentshalladdonthese 
fees  and costs  to  the rate .  effect ive no ear l ier  than the 
earliestdatearateadd-onwasestablishedspecificallyfor 
any phase of this project. I f  the fees and costs are incurred 
i n  a later phase of the project. the add-on to the rate will be 
effective on the same date as the rate add-on for the actual 
cost of the tangible assets for that phase. 

(6)  The contractor  request ing an adjustment under 
subjection ( I )  or ( 2 )  shall submit a writtenrequesttothe 
office of rates management separate from all other requests 
and inquiries of the department e g.. N'hC 3SS-96-9W ( I )  
2nd (5). A completewrit tenrequest s h a l l  includethe 
following: 

I J J  .A copy  of documentation ( i . e . .  survey level ".i 
, ­::::::?!IC;. : requiring completion of :he addition or replace­
ments to maintain licensure or certification for adjustments 
requested under subsection i I )  of this section: 

( t .  I A copy of the new bed license LC hethe: the number 
of licensed beds increases or decreases, i f  applicable: 

( c )  All documenta t ion .  e .2 .  copies  of paidinvoices 
show ing actual final cost of assets andor  service. e.g.. labor 
purchased 3-5 part of the capitalized addition or replacements: 

[d) Certification showing the completion date of the 
capitalized additions or replacements and the date the assets 
were placed in service per W.4C 38S-96-559(2); 

( e j  A properly completed depreciation schedule for the 
capitalized additions or replacement as provided i n  t h i s  
chapter

(0.A written justification for granting the rate increase. 
mi 

(g) For capitalized additions or replacements requiring 
certificate of need approval. a copy of the approval ani! 
description of the project. 

( 7 )  The  depa r tmen t ' s  c r i t e r i a  u sed  to evaluate the 
request may include. but is not limitedto: 

(2)The remaining functional life of the facility and the 
length of time since the facility's last significant improve­
ment 

(b) The amount and scope of the renovation or remodel 
to the facility and whether thefacility will be better able to 
serve the needs of its residents; 

(c) whether the improvement improves the quality of 
living conditions of the residents: 

(d)  Whether  the improvement  might  e l iminate  l i fe  
safety building code, or construction standard waivers: 

it)Prior survey results; and 
( f j  A review of the copy of the approval and description 

of the project. 
( S )  T h e  d e p a r t m e n t  s h a l l  n o t  g r a n t  a ra te  add-on 

effective earlier than sixty days prior to the receipt ofthe 
initial %Titten request by the office of rates management and 
not earlier than the date the physical plant improvements are 
completedandfullyutilized.Thedepartmentshallgrant a 
rate add-on for an approved request as follows: 

(a) If the physical plant improvements are completed 
and fully utilized during the period from the first day to the 
fifteenth day of b e  month. then the rate will be effective on 
the first day of that month; or 

(b) If the physical plant improvements are completed 
and fu l ly  utilizedduringtheperiodfrom the sixteenthday 
andthelastday of the month. the rate will be effectiveon 
the f i rs t  day of the following month. 

( 9 )  I f  the initial written request is incomplete. the 
department will notifythecontractor ofthe documentation 
and informationrequired.Thecontractorshallsubmit the 
requested information within fifteen days from the date the 
contractor receives the notice 10 providethe information. I f  
the con t r ac to r  f a i l s  to complete the add-on request b)  
providing alltherequesteddocurnentationandinformation 
w i t i n  the fifteen days from the date of receipt of notifica­
tion. the department shall deny the request for failure to 
corn;!?!?. 

i!O)I f .  a f t e r  the denial for failure to complete. the 
contractor submits a written request for the same project. the 
date of receipt for the purpose of applyingsubsection (9 )  


